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1. The Severance.Tax - Prior to 1975, Montana’s coal severance tax was assessed

on a cents-per-ton basis. In 1975 the Legislature enacted the highest severance tax
in the nation, based on percentage of the mine-mouth price of the coal. The percent-
age was tied to the heating quality of the coal - 30 percent for subbituminous and 20
percent for lignite. However, the 1987 Legislature enacted a law to gradually reduce
the taxes on coal in 5 percent increments over the next few years if a target tonnage
of 32.2 million tons was produced in Fiscal Year 1988. That target was met; and the
tax dropped to 25 percent on July 1, 1988; to No percent on July 1, 1990; and to 15
percent on July 1, 1991.

Severance'Tax Collections*

FY 197576 $ 23,965,000
1976/77 35,906,000
1977/78 34,372,000
1978/79 42,689,000
1979/80 75,125,000
1980/81 70,415,000
1981/82 86,187,000
1982/83 < 80,045,000
1983/84 82,823,000
1984/85 91,749,000 .

- 1985/36 84,217,000 -
1986/87 : . 76,547,000 :
1987/88 84,638,000
1988/89 58,566,000
1989/90 67,871,000 <
1990/91 50,458,000
1991/92 43,434,000
1992/93 - 38,181,000
1993/94 ) 41,200,000
1994/95 : 40,416,000
1995/96 36,261,000
1996/97 37,740,000
1997/98 35,045,000
1998/99 36,768,000
1999/00 35,470,000
2000/01 - 32,337,000
2001/02 . 31,614,000
2002/03 20,424,000
2003/04 31,545,000
2004/05 37,635,000
2005/06 35,822,000
2006/07 40,759,000
2007/08 . , 45,332,000

$1,674,556,000
Earmarked Fund Allocations 1975/76 ==,.o:@: 2007/08

Permanent Coal Trust Fund $769,856,801
General Fund 382,860,096
Oil; Gas & Coal Nat. Resource Acct. 3,535,451
State Special Revenie Fund** 34,287,783
Long Range Building Program 55,301,502
Parks Acquisition Trust 24,506,002
Arts Council Trust/Cultural &

Aesthetic Projects 4,124,718
Renew. Res.Loan Debt Service 4,277,767

Coal & Uranium Permitting & Recl. 250,000

State Library Commission 4,801,351
Conservation Districts 1,916,714
MT Growth Thrqugh Agriculture 3,207,594

Local Impact oo 616,117 (ended in FY oﬁouv
‘Water Development 4,275,441 (ended in FY 04/05)
County Land Planning 6,119,376 (ended int FY 04/05)
Long Range Building Program Debt Service 933,565 (ended in FY 99/00)
Renewable Res. Develop. 11,169,855 (ended in FY 98/99)
Highway Reconstruction Trust 52,731,221 (ended in FY 94/95)
Fish, Wildlife & Parks 1,482,985 (ended in FY 94/95)
State Equalization Aid to Schools 102,574,928 (ended in FY 94/95)
State Parks/Historic Sites 550,165 (ended in FY 91/92)
Education Trust Fund R 75,318,623 (ended in FY 89/90)
Alternate Energy Research 18,354,255 (ended in FY 88/89)
Coal Area Highway Improvement 15,117,192 (ended in FY 79/80)
Coal Counties 4,737,441 (ended in FY 79/80)
Acquisition of Sites & Areas 1,647,532 (ended in FY 79/80)
. $1,674,554,475

Source: Montana Department of Revenue

*The above mmﬁom do not include coal severance taxes paid since 1988 by Westmoreland
Resources Inc. on coal owned by the Crow Tribe. WRI pays coal severance taxes and gross
proceeds taxes directly to the Crow Tribe and not to the state of Montana or the county.

**State Special Revenue Fund includes Library Services, Conservation Districts and MT

MONTANA COAL TAX DISTRIBUTION
Source: 15-35-108, MCA
Effective 7-1-07

Permanent Trust Fund
. 50%

General Fund
26.24%

Long Range
Building Fund
%

State Special

Revenue Fund 5.46%
0il, Gas & Coal Natural

0 .

mﬁmmwcﬂmm\w“”oci HNWqAM. State Special Revenue ﬂE&. mnn_imm."
ﬂnnoimwma Resource i Coal & Uranium Permitting Library Services, Oo=u¢2n:c-4_ Districts,

Loan Fund 95% & Reclamation and MT Growth Through Agriculture Act.
State Capitol/Art 55% - ($250,000)

Trust Fund 63% )

2. Net (prior to 1975) and Gross Proceeds Taxes - These are additional taxes
paid on the value of the coal to support county government in the counties where
the mines are located. '$373,808,776 has been collected by Big Horn, Richland,
Musselshell, and Rosebud Counties through FY 2007. The figure for FY 2008 is
$14,458,854, bringing the total to date to $388,267,630.

Source: Montana Department of Revenue

3. Resource Indemnity Trust Tax - As of 1973, all nonrenewable resource
producers have been required to pay this tax which on coal is now 0.4 percent of gross
value. The total.collections from FY 1973/74 through FY 2006/07 were $34, ,\wa 825.
The FY 2007/08 figure was $1,366,020 making the total taxes paid $36,100,845.

Source: Montana Department of Revenue -
4. Federal Taxes - In addition to state taxes, Montana surface mining operations pay

a tax for abandoned mine reclamation, Som:% abandoned hardrock mines, consisting
of 9 cents per ton for lignite or 31.5 cents per ton for all other types of coal.

Also, 4.4 percent of the FOB mine price (less the black lung tax) or 55 cents per -

ton, whichever is less, is paid to a fund for black lung disease victims, even though
this disease is primarily suffered by underground miners.

6. Property Taxes - Property taxes paid in 2008 by the coal mines to counties where
the coal mines are located. Does not include gross proceeds taxes listed above.

Big Horn Co.

Decker Coal Co. 354,685

Spring Creek Coal Co. 846,282

Westmoreland Resources . 490,692
Musselshell Co.

Signal Peak Energy 137.428
Richland Co. -

éwwmaoa_m:a Savage 24,668 '
Rosebud Oc.

Western Energy Co. 609,198

. $2,462,953
Source: OOHEJ\ treasurers <

6. Personal Income Tax - While it is difficult to determine the amount of personal *

income tax paid to the state by surface mine employees, we have made a general estimate
based on an average gross income of $71,719 per year with two exemptions. Under that
formula, the state of Montana would receive more than $3.6 million annually and the
actual amount is probably higher. It may be of interest to note that perhaps as many
as 50 percent of mine employees who work in Montana and pay its state income tax
Iive in Sheridan County. Wvomine. because it is the closest urban center.

Major Holders of U.S. Coal Reserves-2007
(billion short tons)

Estimated
Holder ’ Reserves
1. U.S. Government 88.0
2. Great Northern Properties Limited Partnership ~ 20.0
3. Peabody Energy Corp. 8.2
4. CONSOL Energy Inc. . 4.4 .
5. Arch Coal, Inc. 29
6. The North American Coal Corp. 24
7. Massey Energy Co. 2.3 v
8. Natural Resource Partners LP 2.1 N
9. Pocahontas Land Corp. (Norfolk Southern) 1.7
10. Murray Energy Corp. , 1.7 ,
11. Foundation Coal Corp. 1.6 ;
12. Rio Tinto Energy America 14
13. Luminant Mining (formerly TXU & Alcoa) 13

14. Patriot Coal Corp. (formerly Peabody mines) 13
15. International Coal Group

Source: National Mining Association

15 Largest U.S. Surface Coal Mines, 2007
(million short tons)

State 2007 Operating
Mine Name Located ...o::mmo Company
1. North Antelope/Rochelle wY 91.5 Peabody Energy Subsidiary
2. Black Thunder WY 86.2 Arch Coal, Inc.
3. Cordero Rojo wY 40.5 Rio Tinto Energy America
4. Jacobs Ranch wY 38.1 Rio Tinto Energy America
5. Antelope wY 34.5 Rio Tinto Energy America
6. Caballo WY 312 Peabody Energy Subsidiary
7. Belle Ayr WY . 26.6 Foundation Coal West, Inc.”
8. Buckskin wY 253 Buckskin Mining (Kiewit)
9. Eagle Butte WY 25.0 Foundation Coal West, Inc.
10. Rawhide WY 171 Peabody Energy Subsidiary
11. Spring Creek ) MT - 15.7 Rio Tinto Energy Ametica
12. Freedom . ND 15.0 Coteau Properties Co.
13. Rosebud MT 126 . Western Energy Co.
14. Martin Lake TX 124 Luminant Mining
15. Coal Creek WY 10.2 Arch Coal, Inc.

Source: National Mining Association

Did'You Know?

» Coal provides about one half of the total amount of electricity used in the United
States each day.

*Regulated emissions from coal-based electricity generation have decreased
overall by nearly-40% since the 1970s while oo& use has tripled, according to
government statistics.

*Coal is the most affordable sourcé of power fuel per million Btu, averaging less
than one-quarter the price of petroleum and natural gas. .

*The coal industry routinely reclaims thousands of acres of mined lands each
year, returning them to produective use in the ecosystem.

*Coal is actually “buried sunshine,” because it originated from prehistoric plants
that lived some 300 million years ago.

« Coal accounts for about 94% of America’s fossil energy reserves and is larger
than either world petroleum or natural gas reserves, when measured in terms
o* oil equivalency.

. 1;@ largest coal producing state is Wyoming, employing roughly 6,500 io_.wﬂﬁ
to produce over 453 million tons of coal in 2008.

*Coal provides employment for nearly 120,000 miners &Rozv\. with an
additional 3.5 jobs created throughout the economy for each miner’s job Ao_oo:_o
utilities, transportation, Bsscmmnﬁ:d:m, etc.)

Glossary of

Anthracite - Called hard coal, highest
a large hedting value of 15,000 Btu; cz
content of less than 15%. Used prim
electricity. Anthracite coal deposits to
primarily in Pennsylvania.

Btu - British thérmal unit. A measure
perature of one pound of water one deg

Bituminous - Called soft coal, most
10,500-15,500 Btu; carbon content of
less than 20%. Mined chiefly in Appala
scattered across the country and total s¢

Coal Resources - Total coal deposi
be mined or recovered. The U.S. may
resources, mooo::zm to the U.S. Geolog

Coal Seam - A bed or stratum of co
coal.

Coal Washing - The process of separ:
shapes by allowing them to settle in a f

Demonstrated Reserves - Coal d
on an economic basis with existing tec
Administration estimates that there are :
reserves in the U.S.

Fossil Fuel - Any naturally occurring
crude oil and natural gas.

Gasification - Any of various proce
medium, or high Btu gases.

Lignite - Brownish-black coal with ge
heating value (4,000-8,300 Btu). Carbor
as high as 45%. Demonstrated reserves
Louisiana, Montana, North Dakota and
at power plants located relatively close

Liguefaction - Converting coal into s
crude oil and/or refined products such ¢

Magnetohydrodynamics - Also knc
fired in a low-resistance time burner at
are added, producing a gas of high cond
magnetic field, producing electricity. 1

Mine-Mouth Plant - Commonly 4 stea
which delivers its electricity output to ¢

Recoverable Reserves - The amo
the demonstrated reserve base. The rex
80-90% and for underground mines abc
are about 296.5 billion tons of recover:
more than 250 years at current product;

Scrubber - Any of several forms of cl
to remove sulfur compounds formed d
combine the sulfur in gaseous emission:
inert “sludge,” which must then be rem

Slurry Pipeline - Pipeline for transpo
medium. Only one such line, a 273-n
currently operating, although several o
medium now is use, but experiments wi
show promise of increased efficiency :
areas where water supplies are scarce.

short-haul transport, such as from a port:
or eliminating the need for large stockp
Subbituminous - Dull black coal
8,300-11,500 Btu; carbon content, 35
Demonstrated reserves total about 180
Wyoming, Colorado, New Mexico, Wa:
generating electricity and for space hea
Tons - A short or net ton is equal to 2,
2,240 pounds; a metric ton is approxim
Unit Train - Long train of 60-150 ho
Jnine and a customer. A typical unit tra



